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OATH OR AFFIRMATION

1 Enna M. Calvi , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statemenfit and supporting schedules pertaining to the firm of

Diversified Investors Securities Corporation . as
of December 31 , 2007 . are true and correct. [ further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

)

Signature

Financial Principal
Titie

F™ _  Eiizsbeth L. Belanger
Clshde 4 Bl — = bdieie o
Notdm’ublic é/ Co ed in Westchester County
mmission Expires J anuary 20, 20| 7.

This report ** contains {check all applicable boxes):

{a} Facing Page.

{b) Statement of Financial Condition.

(c) Statement of Income {Loss).

(d) Statement of Changes in Financial Condition.

(e} Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

{f) Swatement of Changes in Liabilities Subordinated to Claims of Creditors.

{g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

{1} Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(i) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the

Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.
{m) A copy of the SIPC Supplemental Report.
(n) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

B0 (0 OOCROYE&EE

** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e}(3).
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PRICEAATERHOUSE( QOPERS

PricewaterhouseCoopers LLP
PricewaterhouseCoopers Center
300 Madison Avenue

New York, NY 10017

Telephone {646) 471 3000
Facsimile (813) 286 6000

Report of Independent Auditors

To the Board of Directors and Stockholder of
Diversified Investors Securities Corp.

In our opinion, the accompanying statement of financial condition presents fairly, in all material
respects, the financial position of Diversified Investors Securities Corp. (the “Company”) at

December 31, 2007 in conformity with accounting principles generally accepted in the United States of
America. This financial statement is the responsihility of the Company's management. Qur
responsibility is to express an opinion on this financial statement based on our audit. We conducted
our audit of this statement in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the statement of financial condition is free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the statement
of financial condition, assessing the accounting principles used and significant estimates made by
management, and evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

gt f&[ a?wé/g/wxo@_ Ler”

February 27, 2008



Diversified Investors Securities Corp.
Statement of Financial Condition
December 31, 2007

Assets

Cash

Commissions and concessions receivable
Other assels

Total assets

Liabilities and Stockholder's Equity
Liabilities
Marketing and distribution expenses payable
Due to affiliates, net
Accrued expenses

Total fiabilities
Stockholder's equity
Common stock - $1 par value, 1,000 shares authorized, issued and outstanding
Additional paid-in capital
Accumulated deficit

Tota! stockholder's equity
Total liabilities and stockholder's equity

$ 2,787,232
6,988,432
182,865

$ 9,958,529

$ 104,427
6,833,670
30,000

6,968,097

1,000
5,394,463

{3,405.031)
2,990,432

$ 9,958,529

The accompanying noles are an integral part of the statement of financial condition.
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Diversified Investors Securities Corp.
Notes to Statement of Financial Condition
December 31, 2007

1. Organization

Diversified Investors Securities Corp. (the “Company”), a wholly-owned subsidiary of Diversified
Invesiment Advisors, Inc. (*Diversified” or the *Parent”), an indirect wholly-owned subsidiary of
AEGON USA ("AEGON™), is a registered broker-dealer pursuant to the Securities Exchange Act of
1934 and a member of the NASD. The Company offer shares of mutual funds and variable annuity
contracts to Diversified’s retirement plan customers.

2. Summary of Significant Accounting Policies

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and the disclosure of contingent assets and
liabilities at the date of the financial statements. Actual results could differ from those estimates.

The Company records commission revenue and related expense on trade date. Prior to November
1, 2007, the Company served as distributor to a proprietary family of mutual funds, the Diversified
Funds. Under a distribution plan pursuant to Rule 12b-1 of the investment Company Act of 1940,
the Company received fees from these funds at an annual rate not exceeding 0.25% of each fund’s
average daily net assets. Effective November 1, 2007, Transamerica Capital, inc. ("TCI") now
serves as principal underwriter to the Diversified funds. Pursuant to an Agreement with the
Company, TCI may pay the company up to 0.25% of the assets of the Diversified Funds for certain
wholesaling services.

The Company has also entered into distribution and service agreements with various mutual fund
groups whereby it may receive 12b-1 or other shareholder servicing fees for the placement and
retention of assets in such mutual funds. Certain of these mutuat fund groups are advised by
AEGON affiliates. The Company has entered into an agreement with Diversified to periodically pay
the amount equal to 12b-1 and other shareholder servicing fees as reimbursement for certain
marketing and distribution expenses paid by Diversified on behalf of the Company. As of
December 31, 2007, $4,900,000 of 12b-1 fees and $1,984,005 of revenue sharing fees are
included in commissions and concessions receivable and due to affiliates, net.

In accordance with an informal intercompany agreement, the Company also records expense, as
well as an offsetting revenue, for commissions paid on its behalf by AEGON companies. As of
December 31, 2007, $104,427 was included in commissions and concessions receivable and
marketing and distribution expenses payable. '

The fair value of financial assets and liabilities, consisting praimarily of receivables and payables
refating to commissions, are considered to approximate the carrying value due to the shor-term
nalure of the financial instruments.

3. Related Party Transactions
Certain operating expenses incurred by AEGON have been allocated to the Company.
Due to affiliates, net in the amount of $6,833,670 relates to amounts due to AEGON and Diversified

for services provided to the Company for corporate and distribution expenses paid on the
Company’'s behalf, partially offset by tax receivables.



Diversified Investors Securities Corp.
Notes to Statement of Financial Condition
December 31, 2007

4, Regulatory Requirements

The Company is subject to the Securities and Exchange Commission’s Uniform Net Capital Rule
{Rule 15c3-1) which requires the maintenance of minimum net capital and requires that aggregate
indebtedness shall not exceed 15 times net capital or. $5,000, whichever is greater. Rule 15¢3-1
also provides that equity capital may not be drawn or cash dividends paid if the resulting net capital
ratio would exceed 10 to 1. As of December 31, 2007, the Company's net capitat was $2,757,022
which exceeds the net capital requirement of $464,540 by $2,292,482 and its ratio of aggregate
indebtedness to net capital was 2.53 to 1.

The Company is exempt from the provisions of Rule 15¢3-3 under the Securities Exchange Act of
1934 under paragraph (k}{1) thereof because transactions are limited to agency trades of
registered securities of registered investment companies and no customer funds or securities are
held.

5. Concentrations of Credit Risk
The Company's cash is held at a major regional U.S. bank.
6. Income Taxes

The Company is included in the consolidated U.S. Federal income tax return of AEGON, and files
separate state and local returns. In accordance with an agreement between AEGON and the
Company, U.S. Federal income tax expense is allocated to the Company based on consolidated
tax filings. The Company will be reimbursed by AEGON for the utilization of its U.S. Federal net
operating loss to the extent such benefits are used in the consolidated tax return. For state and
local taxes, temporary differences related to the Company's tax loss carryforwards have been fully
reserved. Minimum state and local taxes were recorded.

Tax assets and liabilities resulting from the income tax allocations are settled through in an
intercompany account due to affiliates, net,

7. Indemnifications

in the normal course of business, the Company enters into contracts that contain a variety of
representations which provide general indemnifications. The Company’'s maximum exposure
under these arrangements is unknown as this would involve future claims that may be made
against the Company that have not yet occurred. However, based on experience, the Company
expects the nisk of loss to be remote.



Diversified Investors Securities Corp.
Notes to Statement of Financial Condition
December 31, 2007

8. Recent Accounting Pronouncement

The Company adopted the provisions of FASS Interpretation No. 48, Accounting for Uncertainty in
Income Taxes, on January 1, 2007. The Company has analyzed all material tax positions under the
provisions of FASB Interpretation No. 48, and has determined that there are no tax benefits that
should not be recognized as of January 1, 2007 and as of December 31, 2007. There are no
unrecognized tax benefits that would affect the effective tax rate. It is not anticipated that the total
amounts of unrecognized tax benefits will significantly increase within twelve months of the
reporting date. The Company classifies interest and penalties related to income taxes as interest
expense and penalty expense, respectively. The Company has recognized no such interest and
penalties in its financial statements for the years ended December 31, 2007 and 2006. The
Company files in a consoclidated return in the U.S. Federal tax jurisdiction, and various state tax
jurisdictions. The IRS audits are final for tax years prior to 2001.
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PRICEAVATERHOUSE(QOPERS

PricewaterhouseCoopers LLP
PricewaterhouseCoopers Center

SEC Mail p.r ocessing 300 Madison Avenue
Section New York NY 10017
Telephone (646} 471 3000
FEB 29 7008 Facsimile (813) 286 6000
To the Board of Directors and Stockholder of ~*3n, DC

Diversified Investors Securities Corporation e

In planning and performing our audit of the financial statements of Diversified Investors Securities
Corporation (the “Company”} as of and for the year ended December 31, 2007, in accordance with
auditing standards generally accepted in the United States of America, we considered the Company's
internal control over financial reporting (internal control) as a basis for designing our auditing procedures
for the purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Company's internal control. Accordingly, we do not
express an opinion on the effectiveness of the Company’s internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (the “SEC”), we have
made a study of the practices and procedures followed by the Company, including consideration of control
activities for safeguarding securities. This study included tests of compliance with such practices and
procedures, that we considered relevant to the objectives stated in Rule 17a-5(g}, in making the following:

1. The periodic computations of aggregate indebtedness and net capital under Rule 17a-3{(a)(11); and
2. Determining compliance with the exemptive provisions of Rule 15¢3-3.

Because the Company does not carry securities accounts for customers or perform custodial functions
relating to customer securities, we did not review the practices and procedures followed by the Company
in any of the following:

1. Making the quarterly securitizs examinations, counts, verifications, and comparisons, and the
recordation of differences required by Rule 17a-13; and

2. Complying with the requirements for prompt payment for securities under Section 8 of Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates
and judgments by management are required to assess the expected benefits and related costs of controls
and of the practices and procedures referred to in the preceding paragraph, and to assess whether those
practices and procedures can be expected to achieve the SEC's above-mentioned objectives. Two of the
objectives of internal control and the practices and procedures are to provide management with
reasonable, but not absolute, assurance that assets for which the Company has responsibility are
safeguarded against loss from upauthorized use or disposition, and that transactions are executed in
accordance with management's authorization and recorded properly to permit the preparation of financial
statements in conformity with generally accepted accounting principles. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control and the practices and procedures referred to above,
error or fraud may occur and nol be detected. Also, projection of any evaluation of them to future periods
is subject to the risk that they may become inadequate because of changes in conditions or that the
effectiveness of their design and operation may deteriorate.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
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misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of control
deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process, or report
financial data reliably in accordance with generally accepted accounting principles such that there is more
than a remote likelihood that a misstatement of the entity's financial statements that is more than
inconsequential will not be prevented or detected by the entity's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the entity's internal control.

Qur consideration of internal control was for the limited purpose described in the first, second, and third
paragraphs and would not necessarily identify all deficiencies in internal control that might be material
weaknesses. We did not identify any deficiencies in internal control and control activities for safequarding
securities that we consider to be material weaknesses, as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the
Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do not
accomplish such objectives in all material respects indicate a material inadequacy for such purposes.
Based on this understanding and on our study, we believe that the Company’s practices and procedures
were adequate at December 31, 2007 to meet.the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors, management, the SEC,
FINRA and other regulatory agencies that rely on Rule 17a-5{g} under the Securities Exchange Act of

1934 in their regulation of registered brokers and dealers, and is not intended to be and should not be
used by anyone other than these specified parties.

bricovatibosatloopostoc

February 27, 2008
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